Introduction
Much management research has focused on the reliance on financial evaluations in multinational settings, where organizations are challenged by the need to manage geographically dispersed foreign subsidiary managers.
1 Likewise, an extensive accounting literature has examined reliance on accounting performance measure (RAPM) in managerial performance evaluations in domestic settings, and research on nonfinancial control has been growing. 2 However, empirical evidence on wider management control systems is still sparse, despite the fact that such systems have been implemented in practice. This study complements existing literature by systematically examining how the determinants of multiple forms of controls vary in foreign subsidiary manager performance evaluations. The determinants selected comprise both more novel and traditional contingencies, but from the perspectives of multinational companies (MNCs). The following variables were simultaneously examined as possible determinants: extent of geographical dispersion of foreign subsidiaries, decentralization of decision-making rights to foreign subsidiary managers, and perceived environmental changes (PECs) in foreign subsidiaries.
Following prior empirical studies by Abernethy and Stoelwinder (1995) , Abernethy and Brownell (1997) , Kennedy and Widener (2005) , and Kihn (1997 Kihn ( , 2001 Kihn ( , 2007 , this study makes a distinction between output controls and behavioral controls. The examined financial and nonfinancial 'output' and 'behavioral' controls are used synonymously with 'results' and 'action accountability' controls . These two forms of control differ from each other in important ways. By definition, the object of output controls is a financial or nonfinancial outcome or result. Hence, output controls empower employees to take the actions they believe will best produce the desired results. In contrast, the purpose of behavioral controls is to ensure that employees take only desirable actions. Behavioral (action accountability) controls involve holding employees accountable for the actions they take in accordance with predetermined rules, procedures, policies, contract provisions, and company codes of conduct . In addition to analyzing absolute emphasis on these controls, the study also addressed emphasis on financial controls relative to nonfinancial and behavioral controls (i.e., relative emphasis on financial controls).
Performance evaluations of managers of foreign subsidiaries were analyzed primarily with explorative factor analysis and multiple regression analysis using data collected from annual reports (n=90) and scores collected from 103 (59% response rate) top managers from a wide range of Finnish business unit headquarters (HQs). Data of the frequency and geographical dispersion of foreign subsidiaries were collected from annual reports; the rest of the data were collected with a mail survey. Overall, the MNCs examined had established or acquired foreign subsidiaries worldwide. The foreign subsidiary managers included both managers on foreign assignments and host country nationals.
The empirical results contribute to research on MNCs and to accounting literature. First, given that the literature has traditionally focused on financial controls, finding a very high emphasis on such controls in MNCs, there has been little information about exactly how other types of controls are emphasized, and what determines it. Second, literature on the relative use of performance measures and its determinants has still been fairly limited (Ittner and Larcker, 1997; Keating, 1997; Kihn, 1997 Kihn, , 2001 ).
The multiple regression results of the study further our understanding of the contingent nature of management control by showing how a combination of situational factors simultaneously impacts the emphasis placed on each of the types of controls. While examined determinants get at least some empirical support, the data also help to identify what types of contextual factors appear to be the most important determinants and what types of simultaneous effects they can have on the emphasis of controls. Taken together, the results support the expectation that, overall, the absolute emphasis of business unit HQs on financial controls tends to remain very high, but that there can be situational variations in the emphasis placed on nonfinancial and behavioral controls, and consequently, situational variation in the relative emphasis on financial controls. Whilst these results are based on a sample of MNCs headquartered in Finland, they should further understanding of managerial performance evaluations of MNCs in general.
The remainder of this study is organized as follows: First, prior literature and hypotheses to be explored are introduced in the next section. Second, the sample and methods employed are described. Third, the statistical findings are analyzed. Finally, the conclusions are presented.
Prior literature and hypotheses development
The generic theory relating to the relative use of various forms of controls suggests that output controls are ideally used when managers have knowledge of, and ability to affect, desirable outputs, and the ability to measure controllable outputs in an effective way (Thompson, 1967; Ouchi, 1979) . Being effective means that measures should be reasonably precise, objective, timely, understandable, and cost-effective. In being indirect (i.e., not focusing explicitly on the employees' behavior), output controls can be effective when it is not clear what behaviors and actions are most desirable. In contrast, the effective use of behavioral controls in managerial performance evaluations requires that managers know what actions are desirable (or undesirable), and have the ability to track the behaviors that employees engage in to ensure that the desirable actions take place (or that the undesirable actions do not) .
Prior research on MNCs has primarily examined the reliance on and importance of financial output controls. The predominant finding has been that the same financial controls, such as return-on-investment and profit, are used in evaluating foreign and domestic operations. This result has been obtained in studies on U.S. MNCs 3 , in surveys comparing U.S. and European MNCs (Choi and Czechowicz, 1983) , for U.K. companies (Appleyard, Strong, and Walton, 1990) , and for Finnish MNCs (Björkman and Lindqvist, 1991; Hassel, 1991; Kihn, 2007) .
Certain differences have also been found between U.S. and European MNCs, as well as among European companies. Schoenfeld (1986) documented that U.S. MNCs apply financial controls to a greater extent than the European MNCs examined thus far. Egelhoff's (1984) field study proposed that U.S. MNCs rely strongly on quantifiable and objective aspects, while European, including U.K., MNCs emphasize behavioral and qualitative criteria and staff their foreign units with expatriates. Horovitz (1978 Horovitz ( , 1980 and Coates et al. (1991) found that financial controls were more strongly emphasized by U.K. companies than by German and French companies, some of which place greater emphasis on nonfinancial controls such as production controls or market shares. According to Björkman and Lindqvist's (1991) findings, financial controls were considered to be the most important measures in Finnish MNC, while informal evaluation and managers' ability to adhere to budgets were also assessed. Kihn's (1997) empirical results on Finnish MNCs showed that, overall, financial control was the most important form of control in foreign subsidiary manager performance evaluations, followed by nonfinancial and behavioral controls.
As discussed below in greater detail, it is expected here that top management's absolute and relative emphasis on financial, nonfinancial and behavioral controls in managerial performance evaluations may vary with regard to a number of situational factors, the first one being the extent of geographical dispersion of foreign operations. Note that MNCs are not only organized by function and product line, but also by geography. As the geographical dispersion of operations to various parts of the world increases, MNCs typically face greater geographical and cultural distances, barriers of time zones and language, as well as local differences.
This study expects that the geographical dispersion of operations to various parts of the world mostly limits the emphasis on behavioral controls. Even if modern information technologies have made communication between HQs and foreign subsidiaries with great geographical and cultural distances somewhat easier, it still is difficult. In MNCs, top management cannot easily visit foreign subsidiaries. Therefore, the cost of behavioral controls rises significantly with geographical dispersion .
In contrast, increasing geographical dispersion is unlikely to limit effectiveness, in particular, understandability, timeliness, and cost, of output controls as much as that of behavioral controls -at least from the viewpoint of HQs. When geographically dispersed, various parts of an organization are often more likely to employ multiple and diverse sets of nonfinancial controls. Therefore, HQs' use and emphasis on nonfinancial controls is expected to increase with increasing geographical dispersion.
With increasing geographical dispersion, HQs' emphasis on financial controls is not likely to change, but to remain high. Financial controls are reasonably effective, and often the only source of quantitative information integrating the results of all the different parts of an organization, thereby allowing comparison of the results of various managers and geographical units in terms of a single dimension (Emmanuel et al., 1991, p. 6-7) . Prior research has documented that MNCs generally place a very high emphasis on financial controls. Therefore, MNC's emphasis on financial controls cannot necessarily increase (or decrease), but is likely to remain very high despite increasing (or decreasing) geographical dispersion. In conclusion, with increasing geographical dispersion, HQs of MNCs may increase their emphasis on nonfinancial controls and decrease their emphasis on behavioral controls. Such adjustments are likely to lead to a higher relative emphasis on financial controls.
Decentralization is the second contingency variable addressed in this study. It refers here to the level of decision-making autonomy delegated to foreign subsidiary managers. Since only foreign subsidiary managers mostly possess the necessary intimate awareness of the circumstances surrounding the local operations, the right to make operational decisions has often been delegated to those managers. According to Bartlett and Ghoshal's (1998) study on Asian, European, and U.S. MNCs, this has often been the case in European-based MNCs, where foreign subsidiaries are typically autonomous units (profit or investment centers) and not subject to intense HQ coordination.
Several studies have found decentralization to enhance the use of financial control (e.g., Bruns and Waterhouse, 1975; and Vancil, 1979) , and budgets (Merchant, 1981) . This may be because managers of decentralized organizations perceive aggregated and integrated information as useful: managers prefer to be evaluated on performance measures that are aggregated and integrated in ways that reflect their area of responsibility (Chenhall and Morris, 1986) . When a company consists of relatively autonomous subunits, financial controls also provide relatively precise estimates of the performance of managers, which makes their use more appropriate (Abernethy, Bouwens, and van Lent, 2004) .
Given that decentralization of decision-making also increases information asymmetry between top management and subordinate managers (cf., Abernethy et al., 2004) , it may become more difficult to rely on nonfinancial controls, in particular if the businesses and measures are not the same throughout the decentralized units. Given high information asymmetry, top managers' knowledge of local operations and abilities also gets limited. Therefore, top management in the business unit headquarters is not in a position to know when good judgments have been exercised. It limits the effectiveness of behavioral controls . In conclusion, in MNCs the emphasis placed on financial controls is expected to remain very high with decentralization. However, decentralization of decisions is likely to decrease the emphasis on nonfinancial and behavioral controls, and consequently, to lead to a higher relative emphasis on financial controls. A positive association between the level of decision-making decentralization and relative emphasis on financial controls has been found by Kihn (1997 Kihn ( , 2001 ).
Perceived environmental changes comprise the third situational factor of this study. Environmental changes may occur in external aspects of foreign subsidiaries related to customers, distributors, governments, technical developments, supply sources, and competitors, as well as in internal environments. The effects of these specific environmental factors are still largely unknown, but as studies by Khandwalla (1972) and have indicated many of these, such as competitors and customers, are highly important external factors. Whilst some aspects of PECs can become highly predictable over time, PECs are typically assumed to be associated with high levels of uncertainty, which in turn can impact managerial performance evaluations. Galbraith's (1973) theory, discussed in detail in Chapman (1997) suggests that uncertainty reflects an information deficit, and hence increases the need for information. The strategies for resolving this problem should revolve around giving attention to the way in which organizations process information. In addition to increasing the amount of interaction between managers, this could include the use of several sources of (less than perfect) control information. Therefore, HQs' emphasis on output and behavioral controls should increase, or at least remain high in the case of MNCs, with increasing uncertainty. Hassel's (1991) survey of a Finnish MNC reported a high reliance on accounting performance measures (APMs) regardless of what was called "environmental dynamism". HQs were reported not to have other alternatives than to place a high emphasis on APMs when they needed tight monitoring, because such controls are most cost-effective for MNCs faced with great geographical and cultural distances. To a certain extent, this might also be the case with other forms of controls. While prior studies have not typically empirically explored the extent of emphasis on behavioral controls under conditions of increasing uncertainty, there is evidence to suggest that managers generally increase the emphasis on nonfinancial controls in such circumstances (Govindarjan, 1984) . Gordon and Narayan (1984) have reported the importance of future-oriented information to managers in uncertain conditions. Chenhall and Morris (1986) found that perceived environmental uncertainty was associated with timely information of broad scope, including nonfinancial information. The results reported in Kihn's (2007, 543) correlation table suggest positive associations between PECs and nonfinancial and behavioral controls in a sample of 36 business units of Finnish based MNCs. The current study further explores whether top management's emphasis on nonfinancial and behavioral controls increases with increasing PECs in a large sample of Finnish based MNCs. Such increases would, in turn, lead to a lower relative emphasis on financial controls.
In summary, it is expected that in MNCs, top management's absolute emphasis on financial controls tends to remain high towards the contingencies examined, but that their relative emphasis on such controls can be adjusted owing to situational variations in the emphasis placed on nonfinancial and behavioral controls. The following hypotheses summarize the possible simultaneous effects of the various situational variables on foreign subsidiary manager evaluations in MNCs that will be empirically explored in this study (see Table 1): H1: The emphasis placed by HQs on nonfinancial controls in evaluating foreign subsidiary managers is positively related to geographical dispersion and PECs, and negatively related to decentralization. H2: The emphasis placed by HQs on behavioral controls in evaluating foreign subsidiary managers is positively related to PECs, and negatively related to geographical dispersion and decentralization. H3: The relative emphasis placed by HQs on financial controls in evaluating foreign subsidiary managers is negatively related to geographical dispersion and PECs, and positively related to decentralization.
[Insert Table 1 about here] 3 Method
Sample
The data of this study was collected from the headquarters of Finnish based MNCs. This approach was feasible and appropriate given that the study is interested in the viewpoints of top managers at the business unit headquarters. Scores collected from top management (i.e., not from foreign subsidiary management) allowed direct measurement of top management's evaluations.
The target sample of the study comprised the entire population of 102 industrial, banking, and consulting MNCs in Finland. In all of these companies, the Finnish parent company held at least one foreign manufacturing, banking, or consulting subsidiary with a more than a 50% interest. Data were collected from annual reports, and by administering a cross-sectional mail survey. 4 The survey respondents were fixed by design, selecting for those in key positions to conduct performance evaluations of foreign subsidiary managers. These were typically business unit (or divisional) managers in larger diversified firms, and corporate directors such as financial directors, vice presidents, or presidents in smaller, single-business firms. One respondent was selected from each business group (or division). The respondents were identified based on telephone calls, and information derived from annual reports.
The questionnaire was pre-tested three times in a sample of thirteen academic experts and practitioners in order to improve content and construct validity, reliability and objectivity of the data. Afterwards, a total of 176 questionnaires were distributed by air mail to the 102 companies. Dillman's (1978) total design method was used to boost the response rate. The initial request and three follow-ups yielded 103 usable responses, representing approximately 59% of all mailed surveys. The number of usable responses per qualifying target population was even higher (about 68%), since some of the targeted respondents no longer met the criteria of the survey for the following reasons: mergers, lack of active operations, lack of active foreign operations, extensive restructuring, the appropriate contact persons were not Finnish speaking, or the questionnaire did not reach the qualifying contact person due to layoffs, long-term illnesses or organizational restructuring. The sample reduction process is presented in Table 2. 73 respondents, representing 41% of the original 176 questionnaires (and about 32% of the qualifying target population) did not respond. Note that the reasons for not responding were also investigated. The identified reasons, such as being too busy and the size of overseas operations being too small, although not necessarily comprehensive, did not indicate a systematic bias in the actual sample.
[Insert Table 2 about here]
How representative the actual sample is, was analyzed with regard to selected key variables (such as proxies of the extent of the firm's international business, broad industry sectors, and gender of respondents) using 2-sample t-tests and the chi-square goodness-of-fit-test. The actual and target sample did not differ significantly in regard to those variables at 0.05 significance level suggesting an absence of response bias.
On average, the participants were around 49 years old. They had worked for their current company for an average of fifteen years. Table 3 summarizes the industrial sectors and industries that the respondents represented. Given the diversity of industries, there is no expectation of any systematic bias stemming from a particular industry in the findings.
[Insert Table 3 about here]
Measures
Appendix 1 detailes the English version of the survey questions. The first set of questions (items 1a-1e) are related to controls, the second set of questions to the extent of decentralization, and the third and final set of questions to PECs. Data of the frequency and geographical dispersion of foreign subsidiaries were collected from annual reports.
Controls The dependent variable assesses the extent to which senior managers at headquarters emphasize financial, nonfinancial, and behavioral controls in the performance evaluation of foreign subsidiary managers. Senior managers' perceptions were assessed with five-item fivepoint Likert scales. Specific examples of the controls were provided. Financial controls were defined to include, e.g., profit, return-on-investment, and residual income. The examples of controls for nonfinancial outcomes were market share, quality, and production volume. The following examples of behavioral (action accountability) controls were provided: achieve cost budgets & production standards, follow rules & procedures, and propose expenditure programs. Applying Keating's (1997) questions on managerial performance evaluation, the respondents were asked to indicate: 1) the importance of controls in the evaluation of foreign subsidiary manager performance; 2) the frequency with which meetings are arranged with foreign subsidiary managers to discuss their performance on the controls; 3) the extent to which controls are considered to reflect the successful efforts of the subsidiary managers; 4) the attention paid by senior management to the periodic results of controls, and 5) the impact of good or poor results measured on the controls on managers' rated performance.
5 Each item was rated on a scale ranging from (1) not at all (not at all important) to (5) very much (very important). The values obtained for the five questions above were averaged for each measure. Low average values on the 1-5 scale indicate a low emphasis on controls, and high average values indicate a high emphasis. The Cronbach (1951) alpha statistic of internal reliability was 0.84 for the emphasis of financial controls, 0.79 for the emphasis of nonfinancial controls, and 0.83 for the emphasis of behavioral controls. These values are acceptable (Nunnally 1978) . Tables 4 and 5 show that while few responses scored around 2.5. (i.e., well below the mean), all the controls investigated were generally perceived to be emphasized to a very high extent. All the mean scores for financial controls (4.48) were higher than those of either the nonfinancial controls (4.23) or behavioral controls (3.89), and the mean scores of nonfinancial controls were higher than those of behavioral controls. All of these differences in means were statistically significant at the 0.000 level suggesting systematic differences in managers' responses to questions.
The descriptive statistics in

[Insert Tables 4 and 5 about here]
The geographical dispersion of overseas operations was assessed in terms of whether the business unit has overseas subsidiaries in Europe (coded as 0) and/or outside Europe (coded as 1). Objective archival data collected from annual reports allowed this kind of analysis. 48.4% of the business units (or single business companies) have foreign subsidiaries only within Europe. However, most of them (51.6%) have foreign subsidiaries also outside Europe, i.e. world scale operations.
As Table 6 shows, the degree of decentralization was measured by applying a slightly modified version of Vancil's (1979) well-tested instrument, which is rooted in the Aston Group approach (see Pugh, Hickson, Hinings, and Turner, 1968; Merchant, 1981; Chenhall and Morris 1986) . The executives were asked to indicate "to what extent decisions are delegated to foreign subsidiary managers" on a five-point ordinal scale ranging from (1) "not at all" to (5) "totally" (see question no. 2 in the attached survey). Principal component analysis suggested five factors with Eigenvalues over one.
The first component includes five items, which can be interpreted as decisions about prices and expenditures. It has an Eigenvalue of 3.126, and explains 18.4% of the variance. The second factor comprises four items, can be called as decisions about personnel, and it explains 17.5% of the variance. The third factor includes four items, and it can be interpreted as product decisions. It has an Eigenvalue of 2.2, and explains 13.0% of the variance. The fourth factor includes two decisions about consultants. It has an Eigenvalue of 1.97, and explains 11.6% of the variance. The fifth factor is interpreted as decisions about vendors. It includes two items, and explains 11.3% of the variance. Cronbach alphas are acceptable: 0.86, 0.85, 0.71, 0.87, and 0.81, respectively.
[Insert Table 6 about here]
The rate of perceived environmental changes was measured with a 14-item five-point measurement instrument (see question no. 3 in the attached questionnaire). This instrument asks the respondents to rate the experienced rate of change regarding customers, distributors, government relations, technical developments, supplies from capital, raw material and labor markets, competitors' actions, impacts of interdependency and company policies, and overall environmental changes. The five-point scale ranges from (1) "never" to (5) "very often". The lower the score, the lower the perceived degree of environmental changes in overseas subsidiaries, and vice versa. The selected instrument is similar to the one used by Hassel (1991) , except that to simplify measurement the respondents were not requested to rate the items as either critical or non-critical to their decision making. Instead, a principal component analysis was conducted to analyze the structure of the first 13 variables.
As Table 7 shows, the principal components analysis with a varimax rotation suggested four components with statistically significant loadings of 0.55 and above. The first component includes five items and is interpreted as perceived changes in competitors' actions. It has an Eigenvalue of 3.52, and explains 29.35% of the variance. Three items load to the second component. It is called changes in customers, distributors, and governments. The component has an Eigenvalue of 1.58, and explains 13.2% of the variance. The third component includes two items explaining changes in supply sources. The Eigenvalue of this component is 1.32 and it explains 10.96% of the total variance. The fourth and final factor has two items. They are related to changes in internal environments. The component has an Eigenvalue of 1.07, and it explains 8.95% of the variance. The Cronbach reliability alphas for summative scales were mostly acceptable (i.e., 0.78, 0.64, 0.60, and 0.40, respectively).
[Insert Table 7 about here] Control variable. The size of corporation was approximated with the volume of sales. The most recent public domain sales figures available from the whole corporation were adopted. On average the sales of the investigated companies amounted to 437.3 million euros, ranging from 2.5 million euros to 7,551 million euros at the time of the research. Table 8 shows Pearson correlations for the investigated variables. The main results from Table 8 were that positive and relatively high and statistically significant associations were found between the controls, and positive and statistically significant associations were found between nonfinancial controls and geographical dispersion (0.209, p<0.05), and between nonfinancial controls and changes in competitors and technical developments (0.267, p<0.01). All the other associations between the controls and the contingency variables were not statistically significant.
[Insert Table 8 about here]
Results and analysis
Multiple regression analysis was used to test the three hypotheses, which expect that HQs' emphasis on various forms of controls may vary with the contingencies selected. Multiple regression analysis was selected, since it is a powerful and robust tool to analyze the relationship between a single dependent variable and several independent variables, including principal components (Hair, Black, Babin, Anderson, and Tatham, 2006, p. 176) . 6 Note that each of the three hypotheses of this study had a single dependent variable and multiple independent variables. The following linear regression model was used: A key expectation of this study was that emphasis placed by HQs on financial controls in evaluating foreign subsidiary managers is not significantly related to geographical dispersion, decision making decentralization, or PECs. As the multiple regression analysis results in the first column of Table 9 show, the data of this study do not suggest statistically significant effects. All the observed coefficients between financial controls and the examined contingencies were close, or fairly close, to zero and statistically insignificant. 7 Hence, as expected, the data suggest that top management in business units emphasizes financial controls, regardless of variations in the contingencies examined.
[Insert Table 9 about here] 4.1 Hypothesis 1 Hypothesis 1 tests whether HQs' emphasis on nonfinancial controls in evaluating foreign subsidiary managers is positively related to geographical dispersion and PECs, and negatively related to decentralization. As the second column in Table 9 shows, the emphasis placed by HQs on nonfinancial controls is positively associated with geographical dispersion (t=1.79, p=0.077). The results further suggest that one of the analyzed decision-making factors, product decisions, produced a negative and statistically significant effect regarding HQs' emphasis on nonfinancial controls (t= -2.17, p=0.033). Perceived changes in competitors' actions and in customers, distributors, and governments is reflected by a statistically significant increase in the emphasis placed on nonfinancial results controls (i.e., t=2.34, p=0.021; and t=2.16, p=0.034). The other environmental factors do not show statistically significant effects. Finally, the emphasis on nonfinancial controls was negatively associated with organizational size (t= -1.90, p=0.061). These results provide partial support for the first hypothesis. 
Hypothesis 2
Hypothesis 2 explores whether HQs' emphasis on behavioral controls in evaluating foreign subsidiary managers is positively related to PECs, and negatively related to geographical dispersion and decentralization. As shown in the third column of Table 8 , geographical dispersion does not appear to be related to the emphasis on behavioral control. However, the decentralization of decision-making with respect to prices and expenditures is negatively related to the emphasis on behavioral controls (t= -2.14, p=0.036). PECs in customers, distributors, and governments also seem to be negatively related to the emphasis placed on behavioral controls (t= -2.13, p=0.036). These results provide partial support for the second hypothesis. 
Hypothesis 3
The third hypothesis predicts that the relative emphasis placed by top management on financial controls in evaluating foreign subsidiary managers is negatively related to geographical dispersion and PECs, and positively related to decentralization. The results in the fourth and final column of Table 9 suggest that the hypothesized effect of geographical dispersion is not supported. A positive and statistically significant association between the relative emphasis on financial controls and decentralization of decision rights with regard to prices and expenditures is found (t=2.39, p=0.006). This strong effect appears to be due to a decreasing emphasis on behavioral controls for such decision rights (as the second column of Table 9 shows). The effects of the other decision rights are not supported. All the effects of PECs are negative, as expected. Two of the effects are also statistically significant, notably PECs in competitors and PECs in supply sources. The first effect appears to be due to increasing emphasis on nonfinancial controls with increasing PECs in competitors. The relative emphasis on financial controls is positively related to corporate size (t=2.36, p=0.021). This appears to be due to variation in the emphasis on nonfinancial controls with increasing corporate size. In conclusion, all three hypotheses are partially supported to various degrees by the study results.
Discussion and conclusions
This study reports the findings of a detailed empirical analysis designed to further our understanding of how the determinants of financial, nonfinancial and behavioral controls vary in foreign subsidiary manager performance evaluations. In particular, the study contributed to the simultaneous analysis of the impacts of geographical dispersion of foreign subsidiaries, decision-making decentralization to foreign subsidiary managers, and perceived environmental changes (PEC) in foreign subsidiaries. The following main results have several implications for the researchers, designers and users of managerial performance evaluation systems in the context of MNCs.
First, the results clearly show variation in the determinants of the controls examined, and hence further understanding of the contingent nature of managerial performance evaluations. Contrary to prior results from domestic and single-country settings (e.g. Govindarajan and Gupta, 1985; Brownell, 1987) , and as expected, survey data and additional documentary data from 90 participants suggested that financial controls are not adjusted towards the contingencies analyzed, rather, that they remain strongly emphasized in the MNCs investigated. This result, obtained from top managers of a wide range of Finnish MNCs, is in line with and extends Hassel's (1991) results on the effects of environmental contingencies on the RAPM. Hence, the results further support the theory that in MNCs, HQ do not have other alternatives than to place a high emphasis on financial controls, because such controls are most cost effective for MNCs faced with great geographical and cultural distances.
Second, several regularities were found between the factors examined and nonfinancial controls in particular, and between behavioral controls to a smaller extent. Top management's emphasis on nonfinancial controls was positively associated with the extent of geographical dispersion, PEC in competitors' actions, and PEC in customers, distributors and governments. The emphasis on nonfinancial controls was negatively associated with decentralization of product decisions. The emphasis on behavioral controls was also positively related to PEC in customers, distributors and governments, and negatively related to price and expenditure decisions. These results are in line with Kihn (2007) , which, among other things, documented positive associations between PECs and nonfinancial and behavioral controls in a smaller sample of 36 business units of Finnish based MNCs.
In the current study, detailed analysis of the various factors of PEC and decentralization helped in identifying what types of factors are the most important ones. The most important organizational factors in this study were decentralization of decision rights for products, which had a strong negative effect on the emphasis on nonfinancial controls; and decentralization of decision rights on prices and expenditures, which had a negative effect on the emphasis of behavioral controls. The most important environmental factors were PEC in competitors, and PEC in customers, distributors and governments, which were positively associated with the emphasis on nonfinancial and/or behavioral controls. The effects of geographical dispersion and corporate size on nonfinancial controls were marginally supported by the study. These results suggest that factor analysis could also be pursued in future research (i.e., whenever the sample size is large enough to allow such an analysis).
Third, the new evidence of this study also indicates variation in top management's relative emphasis on financial controls due to situational variations in the emphasis placed on nonfinancial and behavioral controls. The relative emphasis on financial controls is positively associated with decentralization of decision rights on prices and expenditures, and negatively associated with PEC in competitors' actions, corporate size, and PEC in supply sources (in that order of significance). To a large extent, the relative emphasis on financial controls appears to be a derivative of the emphasis on nonfinancial controls. These results extend the literature on the relative use of performance measures (Ittner and Larcker, 1997; Keating, 1997; Kihn, 1997 Kihn, , 2001 . While the effects of company goals, transfer pricing, decentralization, and degree of multidomestic (/global) strategy have been empirically supported in previous studies (Kihn, 1997 (Kihn, , 2001 , these results increase the number of empirically supported contingency factors that seem to impact top management's relative emphasis on financial controls in the performance evaluations of foreign subsidiary managers. The other factors tested as possible determinants were not empirically supported by the data of this study. The reasons for this may be theoretical, methodological, or empirical. First, the study was explorative in nature, since there was no well-developed theory in the topic area. Second, the exact consequences of multiple predictors are difficult to estimate in cross-sectional research. This is, because in combination multiple contingencies may have synergistic effects on each other that intensify the effects, or they may have opposite effects on each other that even-out certain performance outcomes (Chenhall, 2006) . In the results, we may have seen a little bit of both. As an example of the former, nonfinancial controls had few statistically significant correlations with the contingencies examined, but multiple regression analysis suggested many more significant associations. As an example of the latter, the relative emphasis on financial controls was not significantly related to the extent of geographical dispersion, even if it was significantly related to the emphasis placed on nonfinancial controls. Third, culture may have played a role in the results given that the results of both Hassel's (1991) survey and this study are based on MNCs headquartered in Finland. Finally, some previous studies have also documented that the effects of contingency variables on questions examined were limited (Anthony et al., 1992) . In short, human behavior is complex and can be influenced by many factors.
This study has certain limitations that should be mentioned. First, the study by no means represents an exhaustive identification of the determinants of control emphases for the evaluation of foreign subsidiary managers. It has merely identified some of the many situational factors that can affect top management's control choices. Further research could be directed at identifying additional determinants; for example, compensation systems, various psychological, social and economic variables affecting the perceived choice and emphasis of controls. This would further our understanding of the individual and social differences and various evaluation styles that are present under similar circumstances, thus ideally leading to more effective design and use of managerial performance evaluation systems. Second, a number of organizational and environmental factors have been assumed as being exogenous to control emphasis. It is possible, however, that the extent of organizational factors and the emphasis on controls are determined simultaneously (cf. Keating, 1997, p. 267) . Third, the survey instrument was designed to collect data of the simultaneous emphasis placed on financial, nonfinancial and behavioral controls. The respondents were not expected to rank the use of these types of controls in this study. Further surveys could ask managers to rank the competing ways to evaluate performance to see which one dominates. Fourth, these results may describe the situations of some, in particular Finnish, MNCs better than others. The results are nevertheless based on mean as opposed to any other type of value to create, on average, the least possible error. Fifth, response bias is possible, although attempts were made to control for it, and statistical results (on p. 9) did not reveal any. The limitations notwithstanding, the results have important implications for managerial performance evaluation systems and they suggest that much can be learned about the contingent use of multiple forms of controls.
Future research could be directed at analyzing the perceptions of foreign subsidiary managers. In addition, the study could be replicated in other countries. Finally, whether the results predict future could also be examined. Vancil, R. F. (1979) . Decentralization, ambiguity by design. A research study prepared for the Financial executives research foundation. Homewood, Ill.: Dow Jones-Irwin. Table 9 Statistics from regressions of emphasis of controls on geographical dispersion, decentralization of decision-making rights, size, and PEC. 
